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THE SITUATION 


During November there was a further recession 
in the general level of business activity in New 
England which brought the aggregate to the lowest 
point of the year. The decline in industrial 
activity in this district, after adjustments have 
been made for the customary seasonal changes, 
was more pronounced between September and 
October than it was between October and 
November. Production of boots and shoes in New 
England in November 
declined from October 
by more than the usual 
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MEMBER BANKS 


REPORTING 


seasonal amount, ASOND 


has shown a sharp con- Gir aatea 
traction in activity since 
August. During the 
first 11 months of 1931, 
however, total produc- 
tion of boots and shoes 
in this district was more 
than six per cent larger 
than in the correspond- 


HUNDREDS OF MILLIONS OF DOLLARS 


ing period a year ago. 
One division of the tex- 
tile industry in this dis- 2 
trict reported a cur- 





tailed volume of activ- between December 24, 1930, and 
ity during the entire 
year, with the highest amount of raw cotton con- 
sumed in any month of 1931 being only 71 per 
cent of the average month of 1923-24-25, while in 
November the consumption was about 41 per 
cent. The cotton textile industry, therefore, 
operated during the first 11 months at an unusual- 
ly low level. On the other hand, wool consump- 
tion by New England mills increased considerably 
during the first seven months of 1931, and then 
decreased month by month through November, so 
that, although the volume of raw wool used in 
November was the smallest for any month in 1931, 
nevertheless, the activity during the first 11 
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Collateral loans of reporting member bar 

in the entire country have declined gene Vv ring 
Decen 5 1931, amounting to 
29.5 per cent in New England. 


months considerably exceeded that during the 
corresponding period in 1930. The building in- 
dustry in this district in November continued to 
reflect the quiet conditions which characterized 
the entire year, and the value of total contracts 
awarded in New England during November was 
about 24 per cent less than in that month in 1930. 
The volume (square feet) of residential contracts 
awarded, adjusted for usual seasonal influence, 
dropped to approxi- 
mately 47 per cent of 
the average month of 
1923-24-25, while the 
volume of commercial 
and industrial building 
increased slightly, but 


JAS ON 9 


UNITED STATES 


in November was only 
about 39 per cent of the 
1923-24-25 average. 
Carloadings of merchan- 
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dise, l.c.l., and miscel- 
laneous freight in New 
England during Novem- 
ber were the lowest of 
any post-war month, al- 
though there has not 
been variation 
from month to month 
during 1931. The amount of new ordinary life 
insurance written in New England during Novem- 





z 1931, the decrease 


much 


ber was 6.1 per cent less than in November, 1930, 
and during the first 11 months the amount was 6.4 
per cent less than in the corresponding period a 
year ago. The number of commercial failures in 
November in this district was 10 per cent higher 
than a year ago, with total liabilities of com- 
mercial failures 17.7 per cent greater than in 
1930. Sales of New England reporting retail 
establishments during November were about 14 
per cent less than in that month a year ago, and 
for 11 months were eight per cent less. 
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MONE Y AND B: \NKING 


influences toward 
higher money rates in Boston were augmented this 
year by disturbed 1 with the 
result that all classes of money rates were gener- 
ally higher. in Boston 
moved up to four per cent, ae highest level since 
the close of last year. 
ceptance rates re 
level to which they rose lat 
term investment 
by tl certifi- 
cates of i ss, which reached a peak want 
per cent on December 11. Following that date 
there was some ten in the other one 
The Government’s fiscal operations on Decem- 
ber 15 involved the issue of th 
obligations, consisting of aon 
and two 
maturing in six month 
months. The 
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banking conditions, 
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In the open market ac- 
smained at the three per cent 
Short- 
licated 


in November. 
yields also increased, as ini 


ie turns avail: wie ON 





dency 


ree new Government 
e-year treasury note 
ficates of indebtedness, one 
and the other in 
these new 


eries of certi 
nine 
rates on issues were 
and three per cent, 
respectively, the highest rates for similar maturi- 
ties since the March, 1930, issue of nine months’ 
certificates 

The reduction in total deposits of New E ngland 
member banks, ste 





sadily gained momentum d 
the last eight months, resulting in a dec 


pe Sits be tween 


ing 
line in de- 
April 15 and December 16, which 
amounted to 16.5 per cent in Boston and 12.4 
per cent in reporting New England member banks 


















In the United States - a 
whole the reduction in deposits in all weekly 
reporting banks during this | yeriod amounted to 
about 13 per cent. 

The reduction pee above 
amounted to $163,000,000 between April 15 and 
December 16 in the Boston member baakagand was 
accompanied by declines in the volume of loans and 
investments. Commercial loans dropp ed $69,000,- 
000 to the lowest level recorded since comparable 
statistics have been available. Loans secured by 
stocks and bonds dropped $50,000,000 to the low- 
est point since April, 1925. Real estate loans de- 
creased $4,000,000 to the smallest volume since 
January, 1927. It appears, therefore, that the 
decrease in all loans and discounts amounted to 
only $123,000,000, as compared with the $163,- 
000,000 decline in deposits. During this period 
$5,000,000 was obtained through the sale of 
United States obligations owned by the Boston 
banks, while tse holdings of other stocks and 
bonds and $8,000,000 
Federal reserve 


outside of Boston. 


in deposits 





remained unchanged, 
through borrowing from the 
bank. 

The situation in the reporting member banks 
outside of Boston was for the most part similar to 
that in the Boston banks. Total deposits in 
these banks dropped $78,000,000, and this was 
accompanied by declines of $12,000,000 in com- 
mercial loans, $23,000,000 in collater A loans, and 
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Total deposits of New England reporting member banks were about $240,000,000 le Decemt than on the corresponding 








date a year ago. Total loans and investments de 


lined about $190,000,000 during this period, 
collateral loans. 





st part of the decline being in 
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$13,009,000 in other bonds and stocks owned. 
On the other han L these outside reporting mem- 
ber banks increased their holdings of United 
States obligations a about $13,090,099, and made 
practically no change in the volume of their real 
estate loans outstanding. Commercial loans in 
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1 } 
these banks are currently at the lowest level 


racarded Sil > Cramnarahle | heer 

FECOTFacG Since ¢ IN pParawie stati stics lave bee! 
available. C ollateral loans are at the lowest level 
since November, 1927. Through the acquisition 


of United States soltieniens in place of other stocks 
anit tenis cmned hess cate seesaw 
and bonds owned these outside reporting membel 
banks have gree ngs strengthened _ their 


position. Their holdings of Government sec 





ties are now close to the highest on record, while 
their holdings of other bonds and stocks are the 
lowest since August, 1930. 

The reporting member banks both in Boston 
and in other New England cities hold in the 
aggregate a large volume of paper eligible for 
rediscount at the Federal reserve bank represent- 
ing the highest percentage of their deposits re- 
corded in recent years. The percentage of their 
reserve balances and vault cash to their deposits 
is high, and they also hold a jarge amount « rt open 
market paper, such as acce oni brokers’ com- 
mercial paper, and short-dated United States Cer- 
tificates of Indebtedness. 

The difficult credit situation of recent weeks 
has been reflected in the high level of Federal 
reserve credit in use in New England. On 
December 16 total earning assets were still be- 
tween one and two weeks away from the usual 
seasonal peak. Nevertheless, they stood at the 
highest een for this time of the year since 1920. 
This high level, however, was due more particular- 





ly to the large holdings of Government securities 
than to the increasing volume of loans to member 
banks. Although these member bank discounts 
rose on December 16 to the highest point since 
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November, 1929, they were, nevertheless, lower 
than the monthly average volume of member 
bank borrowing during the 22 months between 
February, 1928, and November, 1929. Indeed, 
for several months during the summer of 1929 the 
average volume of member bank discounts was 
more than double the amount outstanding on 
December 16, 1931. On the other hand, accept- 
iunces held by the Federal Reserve Bank of Boston 
declined $44,000,000 between October 21 and 
December 16. During the first part of Decem- 
ber there was a heavy demand from the Federal 
reserve bank for additional Federal reserve note 


circulatio nN, a considerable 


part of the borrowing 
on the part of member banks being to obtain 
circulation not only for themselves but for their 
correspondent banks. Federal reserve note cir- 
culation rose $17,000,000 in one week between 
December 9 and December 16. On December 16 
the reserve ratio of the Federal Reserve Bank of 
Boston stood at 57.6 per cent. 


The depressed character of all branches of 





commerce is reflected in the acceptance market. 
In spite of the depreciation in the English pound 
sterling and the consequent tendency to shift 
somewhat from the London to the New York 
market in making acceptances, the volume of ac- 
ceptance liabilities for the United States de- 
clined $38,000,000 during November. November 
is ordinarily a month in which there is a sharp 
seasonal increase, such increases having occurred 
in every previous year for which comparable 
statistics are available, averaging $62,000,000 
during the period between 1925 and 1930. Last 
year the gain was $63,000,000 in November, and 
in 1929 the gain was $117,000,000. In the First 
Federal Reserve District the usual November 
increase in acceptance liabilities is $12,000,000, 
but this year the volume outstanding decreased 
$5,000,000. 
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i > 18€ ngs of accept- 
ces rose substantially, and loans to member banks increased. 
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NEW ENGLAND INDUSTRIAL CONDITIONS 


Electric Power:—The general rate of manu- 
facturing activity in New England dur ing Novem- 
ber, according to the index of electric power 
consumption for manufacturing purposes com- 
piled by the Electrical World, was more than 10 
per cent below the rate in the same month a year 
ago. When allowances for the customary season- 
al changes have been made, the index of electric 
power consumption shows that in the past four 
months a total reduction of over 33 per cent has 
occurred in the amount of electric power consumed 
for manufacturing purposes. The seasonally ad- 
justed index in November was nearly six per cent 
lower than the October figure, and brought the 
rate of power consumption by manufacturing 
establishments to a new low level. The changes 
were equally divided among the eight ind justrial 
groups for which individual indices are compiled, 
and were in substantial percentages, all the losses 
or gains in electric power consumption being 
greater than 10 per cent. In the four industries 
reporting declines in the amount of power con- 
sumed, the chemical and allied products group 
showed the greatest decrease, while leather and 
leather products, iron and steel, and _ textiles 
showed substantial reductions. The largest in- 
creases were reported in the paper and pulp and 
rubber products industries; an improvement in 
the volume of power consumed was shown in the 
lumber and lumber products and metal fabricating 
groups. 

Carloadings:—The volume of total carload- 
ings in New England continues to be relatively 
unchanged, except for seasonal fluctuations, as the 
year 1931 draws to a close. As a result of this 
tendency toward stability, the comparison of the 
total number of freight cars loaded 1 in each suc- 
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cessive week with the number for the correspond- 
ing week of 1930, during which year there was a 
steady decline in the total volume of freight 
carloadings, shows a relatively improved condition 
in the volume of carloadings. For example, a 
comparison of the first quarter of this year with 


the same period of 1930 indicated a decline of 


about 17 per cent in total carloadings, whereas a 
similar comparison for the first 10 weeks of the 
fourth quarter of 1931 with the same 10-week 
period last year reflects a decrease of only 10.6 
per cent in the present volume. 

The ‘mov ak of merchandise, |.c.]., and mis- 
cellaneous freight carloadings indicates that the 
volume of this class of shipments was the lowest 
in November for any month recorded in the past 
decade. The seasonally adjusted index of this 
class of carloadings was more than 10 per cent 
lower than for January, 1931; during each month 
since January, with the exception of April, 
downward tendency, with minor interruptions, 
has been recorded. 

Building :—The largest monthly decrease for 
any month of the past two years in comparison 
with the preceding month occurred in the total 
value of new construction contracts awarded in 
New England during November. 
33 per cent was recorded in November in compari- 
son with the total value of new awards in October, 
and a decrease or 24 per cent from the total for 
November, 1930. During only two of the first 
11 months of 1931 the value of new construction 


exceeded the total for the corresponding month of 


1930. Decreases were noted in the principal 
classes of construction, with the exception of 
residential building, which reported a slight 
increase in the value of new awards. 
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Che seas adjusted index for the volume decrease of $1.45 in their average weekly earnings. 
(square feet) of new residential building awarded Th ecreases were not confined to any single 
in Novemb rcent center, and were presumably seasonal in character. 
from that of vol- Among the woolen and worsted manufacturers, 
ume of ne\ uilding reports for 50 establishments combined showed a 
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with a few minor interruptions, to a peak in April 
this year. During this eight-months’ period an 
increase of some 40 per cent occurred in the season- 


ally adjusted index of monthly consumption. 





in was slightly more than negatived by the 
decline in the consumption of raw cotton which 
took place during the past seven months. The 
woolen and worsted mills of New England report 
that the volume of raw wool consumed rose from 
the low for the seasonally corrected index in 
December, 1930, to a new high in July, 1931. 
lhe decrease in the consumption of raw wool by 
New England manufacturers during the past four 
months brought the November index to one-half 
volume of that recorded in July, and only six 
points a the December low. From a high 
int 3 this year, the rate of activity of 
silk looms in New England has declined 
almost uninterruptedly to a new low for the 
easonally adjusted index for November. While 
the same average curtailment as in other recent 
years occurred in 1931 in the number of cotton 


idles in place, the decrease in the number of 





spindle hours operated, because of the smaller 
takings of cotton, reduced the average spindle 


pindle in place in November to only 
t above the low point of August, 1930. 
Only a moderate increase was recorded in the 
number of bales of cotton held in stock at New 

ngland mills in November. In that month the 
stocks of cotton usually begin to be accumulated 


hours per s 


two per cen 


for the spring activity, and the percentage increase 
in November over October in the number of bales 
held at consuming establishments is usually 
larger than that which occurred this year. The 

ceipts of raw cotton at the five principal cotton 


manufacturing cities reflected the smaller than 


usual increase in cotton holdings. 
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RETAIL TRADE 
During November, 1931, the dollar volume of sales by reporting N 

was about 15 per cent lowes than in the sa th of 1930 for the f 
were nine per cent smaller than in the corresponding pe of the pre 
the New England states reported declines in sales for Novemb comp 
ago, amounting to 18 per cent in Maine, 17 per cent Rhode Island, 16 
cent in Massachusetts, and 12 per cent in Conne: t i New Hamp 
year to date, compared with the na 11 months of 1930, nted | 
eight per cent in Meine. Massachi s, and Vei ve ce 
Hampshire. 

The group of reporting New England stores as cted tl 
November at a some ewhat higher rate than in the corr ling month of 
rate was higher than in November a year ago, but stores in New | n 

lower rate of collections than in Novemb: r, 1928, 1929, 1930 
Sales of woolen dress goods by gape x department stores in th 
per cent in comparist yn with November, 1930, and for the first 11 mont 
cent greater than in the criveapendiie. months in 1930 I m 1a 
with sales in November a year ago were recorded in sal k and \ 
dress goods, amounting to 30 per cent, and in sales of m ‘lothing, ar 
SALES CONDI 
1930 =100 
Month of November 
1928 1929 1930 1931 
Connecticut Department Stores 103 107 100 88 
Maine Department Stores 115 106 100 82 
Massachusetts Department. Stores... 109 107 100 85 
New Hampshire Department Stores. 118 105 100 . 
Rhode Is!and Department Stores... 110 112 100 83 
Vermont Department Stores...... LE? 110 100 84 
Boston Department Stores...... 106 106 100 85 
New Haven Department Stores. . 105 104 100 90 
Providence Department Stores... 111 112 100 83 
New England Department Stores. . . 109 108 100 85 
CREDIT CONDITIONS 
Percentage of Regular Accounts Outstanding at the Fi 
"Coleen during November 
1928 
Boston Department Stores... .. OL. 7% 
New Haven Department Stores. . 54.9 
Providence Department Stores.... 54.0 
New England Department Stores. . . 51.2 


SALES BY DEPARTMENT 


1928 
Silk and Velvet Dress Goods... . 114 
Woolen Dress Goods........ 156 
Cotton Dress Goods....... 115 
*Jewelry . ea ae reir aaa 
Men’s C lothing. 111 
Men’s Furnishings. .... 101 
OVS NWO ein ctor oicre chs Lia ener eee 102 
*Women’s, Misses’ and Juniors’ Ready- 
to-Wear. Se Nr ee 
*Women’s, Misses’ and Juniors’ Ac- 

WESSON IOS ev cients svexe x Sorat: oe 
Milline ry. i 129 
Women’s ar ind ‘Children’s G ‘loves... 106 
Corsets and Brassieres me 93 
Women’s and Children’s Hos siery. 109 
Knit Underwear, ine. Glove Silk. . . 119 
Silk and Muslin Underwear..... 100 
Women’s and Children’s Shoes... 112 
Furniture. .<...<. 110 


* Due to a change in n the reporting service, identical figures for 1928 a 
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MONTHLY REVIEW OF THE FEDERAL RESERVE BANK OF BOSTON 


IMM. ARY OF BUSINESS CONDITIONS IN THE UNITED STATES 
ivity and factory employment declined further from October 
to Novemb reflecting in part the usual seasonal tendencies. Continued 
gold imports and further reduction in member bank reserve requirements 
during November and the first half of December were reflected in a con- 
siderable decline in the outstanding volume of reserve bank credit. 


Production and Employment:—In pena »mber industria production showed 

t larger decrease than is usual : 1is season, and the Board’s 

sted index declined from 7: 2 per ce f the 1923-1925 

declined at woolen mill nber mills, yr coal mines, 

output at steel mills increased, and the volume of auto- 

less than the usual seasonal decline from the low 

te : November increase in steel production was followed by 

a considerable decline in the first th: eks December. Output. of 

petroleum increased further in November to a level slightly lower than that 
prevailing last summer, before output was sl 
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yment in manufacturing industries declined by more 
sunt between the middle of tober and the middle of 
were 1 the wearing apparel, 
materials industries, ile in the automobile and tire 
were smaller than usual at this season. The value of 
arded, as reported by the IF. W. dge Corporation, has 
months, and a preliminary timate of the Board’s 
a index for the last quarter of 1931 is 49 per cent of the 
verage, comps red with 59 for the third quarter, 65 for the second 
179 for th Part of this decline in dollar 


cts lower buil 


( ion of principal crops in 1931 was about 10 per cent larger than in 
1930, according to the De — crop report of the Department of Agriculture, 
while acreage harvested was slightly smaller than a year ago. There were 
in the crops : of cotton, corn, winter wheat, apples, and peaches, 
oats, barley, and rye were smaller than last year. As in 

1¢ hay crop was unusually small. 


Distribution: —Commodity distribution continued at about the same rate 
in Novemb in October, the volume freight earl dings sh ioWlng a 
1 


sasonal decline, while sales at depart it stores increased by about the usual 
f at month. 


amount 


Wholesale Prices: —The ge ner: satiate wholesale prices remained gir ee 0d 
uncha wed from Oct ber to No LHe AeeK rding to the Bu reé i? abor 
i ; index. Prices of grains, petrole. m, and silver inced, while 

i *k and d ines 


: : 
airy products showed dee of a seasonal 


lines, p: 
Between the middle of Noven ub r and the m di tle of December 
decr s in the pric many leading commodities, including 
meats, grains, sugar, silk, and silver. During this period prices of 
shox wed a decline, 


k Credit:—The volume of reserve bank credi utstanding declined 
during November and the fir valf of December, and averaged rites agin 
less in the week ending Devem yy 12 than at its Oct * peak seven weeks 
earlier. The decrease was in large part in the banks ’ po rtfolio ie pede inces 
as discounts for member banks and "heldnes of Us nited States Government 
securities showed little change for the period. The decline in total volume of 
reserve bank eredit outstanding during the period reflected a growth of $100,- 
000,000 in the stock of monetary gold, largely through imp orts from Japan, 
and a continued reduction in the reserve balances of member b: anks, reflecting 
a further liquidation of member bank credit. Demand for currency declined 
during the last three weeks of November, and showed considerably less than 
the usual seasonal increase in the first half of December. After the middle 
of December, however, bank suspensions in New England were followed by 
some increased withdrawals of currency, part of which has begun to return. 
Loans and investments of member banks in leading cities continued to de- 

line, and on December 9 — $370,000,000 smaller than four weeks earlier. 

The decrease was equally divided between the banks’ loans and their invest- 
ments. Deposits of these bank , both demand and time, also showed a de- 
crease, with a consequent reduction in required reserves. 


i] 


Money rates in the open market showed little change from the middle of 
November to the middle of Decemb ar Rates on prime commercial paper 
continued at 334 to four per cent, whi ates on 90-d bankers’ acceptances 
advanced from 27¢ to three per cent on : pewcaaae 2 








